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On his first anniversary in office, Venezuelan President Hugo Chavez reflected on the past year and
announced new economic measures to bring the country out of its recession. Since Chavez took
office Feb. 2, 1999, the country has begun what he calls a "peaceful and democratic revolution,"
the cornerstone of which was approving a new Constitution (see NotiSur, 1999-12-24). It also faced
serious economic problems and the worst natural disaster in its history.
Chavez will be on the ballot again May 28 in a special election mandated by the new Constitution.
He hopes to be elected the first president of the Bolivarian Republic of Venezuela, the new official
name of the country. The Constitution extends the president's term from five to six years and allows
the president to run for immediate re- election. Chavez has said he wants to stay in office until 2012
to finish his anti-poverty programs.
The elections had been set for March but were postponed following the devastating floods last
December (see NotiSur, 2000-01-28). In May, voters will also choose legislators, state governors,
mayors, and regional lawmakers, who must adopt the changes established by the Constitution.
Chavez's Polo Patriotico is expected to win control of the new unicameral congress (Asamblea
Nacional) and local governments, since support for the two political parties that ruled Venezuela for
the last 40 years Accion Democratica (AD) and the social Christian Comite de Organizacion Politica
Electoral Independiente (COPEI) has almost disappeared.

ANC disbands after creating interim body
The ANC disbanded Jan. 30 after a six-month session during which it fired judges, limited
the powers of Congress, and appointed Supreme Court judges, the attorney general, and
the comptroller. The regular Congress was completely eliminated with the ratification of the
Constitution Dec. 15. On Jan. 27, the ANC swore in a 21-member "mini-congress" (Comision
Legislativa Nacional, CLN) to handle legislative duties until after the May elections. The CLN,
headed by former ANC president Luis Miquilena, has the power to draft laws, review government
spending requests, and approve international treaties.
The ANC selected ten of its own members and 11 others to form the CLN. On Jan. 27, Venezuela's
highest court struck down a lawsuit claiming the court's magistrates were appointed illegally by
the ANC. The ruling was a setback for Chavez's critics who say he has concentrated power in his
own hands and the country is dangerously close to a dictatorship. The lawsuit also claimed the
designation of the "mini-congress," the attorney general, national comptroller, public defender, and
electoral council was illegal.
The newly created Supreme Tribunal of Justice (STJ) rejected each claim, ruling that the assembly
had the power to make the appointments because it was given that power by the Venezuelan people
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in the elections calling for the ANC. Chavez changes government officials On Jan. 23, Chavez named
respected lawyer and ANC vice president Isaias Rodriguez to be the country's vice president, an
office created under the new Constitution. Chavez said the vice president will play a key role,
including coordinating relations between the executive and the legislature.
The following week, Chavez appointed Eliecer Otaiza to head Venezuela's secret police, replacing
retired Col. Jesus Urdaneta, who resigned because of a conflict with the foreign minister over
charges of police abuse during the floods. Chavez also appointed former Congress president Luis
Davila as the new interior and justice minister. Davila, a retired army colonel, replaced Ignacio
Arcaya, who returns to his previous post as ambassador to the UN. Army Gen. Ismael Hurtado will
be the new defense minister, replacing Gen. Raul Salazar. Salazar is credited with calming tension
that appeared within the armed forces because of the opposition of some high-ranking officers to
Chavez's election.

Diplomatic spat with US
Meanwhile, the US and Venezuelan governments tangled when Peter Romero, acting assistant
secretary of state for Western Hemisphere affairs, said the Venezuelan government was poorly run.
"We've extended our hand to Chavez," said Romero in an interview published in the Madrid daily
ABC. "But you don't see a government in charge, only plebiscites, referendums, more elections, and
they tell us 'wait,' but we gringos are not known for our patience."
The State Department said Romero was expressing US concern about Venezuela's fiscal and
economic difficulties. The US government believes Venezuela should quickly enact financial and
fiscal reforms to establish "an attractive investment climate so as to lay the basis for a durable
market-based recovery," said a State Department statement. Foreign Minister Jose Vicente Rangel
called Romero's comments "unfriendly" and "threatening" and demanded an explanation. Chavez
said Venezuela's diplomacy was based on "self- determination and mutual respect," adding, "While
we listen to every criticism, we also ask for respect."

Chavez lays out plans on first anniversary
On Feb. 2, Chavez marked his first anniversary in office, touting the reduction in inflation in 1999,
the stability of the exchange rate, and high foreign reserves. "Now comes the stage of transforming
into reality what has been planted as a seed in the Constitution," said Chavez. The president
promised Venezuelans that this year the crisis-ridden economy would "take off," and that, by the
year 2010, the poverty currently affecting 80% of the population will have been eliminated.
Business associations have continuously called on Chavez to take measures to boost the economy
and favor foreign investment, and the president indicated a shift in government focus toward the
economy for the coming year. He announced a reduction in the value-added tax (impuesto al valor
agregardo, IVA) from 15.5% to 14.5%, as well as an immediate lifting of the tax on stock-market
transactions and the elimination in May of the tax on bank transactions. Compensation for the
1% decrease in the IVA will come from a reduction in the number of products exempt from the
tax. He also announced exemptions ranging from 10% to 80% on taxable profits for investment in
strategic sectors of the economy. Investment in agriculture will enjoy an 80% exemption, tourism
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a 70% exemption, and investment in telecommunications, construction, the environment, and
technological development will receive a 10% exemption.
Chavez announced a 10% raise for government workers this year that analysts termed conservative,
although he said he would consider another adjustment for the second half of the year, depending
on the health of the economy. His main challenge will be overcoming the 7.2% drop in GDP in 1999
the worst performance in 10 years while maintaining the positive trend in inflation, which dropped
from 29% in 1998 to a 13-year low of 20% last year. The government forecasts 2.2% growth this year,
driven by public spending, and a further reduction in inflation to between 15% and 17%.
One factor that should help the economy is the increased revenues from higher oil prices, which
rose from US$7 a barrel last March to more than US$25 a barrel in late January. The Chavez
administration has supported the strategy of the Organization of Oil Exporting Countries (OPEC)
to cut back production to boost prices. Chavez's plans for economic recovery will be tempered by
the need to rebuild areas affected by the December flooding and mudslides, which left a death toll
estimated as high as 30,000 and more than 100,000 homeless.

Critics of reform predict disaster
Critics say the president's reforms have largely failed to improve the lives of ordinary Venezuelans
and his anti- corruption drive has done little but decimate the nation's old political order. They
point to increasing unemployment and decreasing foreign investment, and say Chavez's populist
style and attacks against "savage neoliberal policies" will backfire. "This government has been
responsible for more misery, hunger, and backwardness," said opposition leader Alberto Franceschi.
"It's more of the same and is doomed to the same fate as that of any populist program: total failure."
But despite the overwhelming adversity of the past year, Chavez still enjoys unprecedented
popularity. "Like him or loathe him, Chavez is the man this country needed to make a clean break
with the past," said a Venezuelan executive, who asked not to be named. "He may make mistakes,
he may not always play by the rules, but the old guard had its day and ruined the country." Yet
transforming Venezuela will be difficult. Analysts say problems such as nepotism, big government,
and dependency on oil revenues are deeply ingrained in Venezuelan culture. "It would be asking
too much to assume Chavez can change that in a couple of years," said political analyst Erik Ekvall.
[Sources: El Nuevo Herald (Miami), 02/01/00; Reuters, 01/24/00, 01/30/00, 02/01/00, 02/02/00; CNN,
01/23/00, 02/03/00; Inter Press Service, 01/28/00, 02/01/00, 02/03/00; Associated Press, 01/30/00,
02/01/00, 02/02/00, 02/04/00; Spanish news service EFE, 02/02/00, 02/05/00]
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